Item 52
(4721)

STATE OF CALIFORNIA Public Utilities Commission
San Francisco

Memorandum

Date: June 28, 2005

To: The Commission
(Meeting of June 30, 2005)

From: Delaney L. Hunter, Director
Office of Governmental Affairs (OGA) — Sacramento

Subject: AB 1388 (Ridley-Thomas) Teleconnect Fund: Specified Grant
Programs
As Amended May 27, 2005

LEGISLATIVE SUBCOMMITTEE RECOMMENDATION: Support if amended

SUMMARY: This bill would establish two new California Teleconnect Fund (CTF)
programs - the Community Based Supplemental Education Demonstration Grant
Program and the Telemedicine Demonstration Grant Program - until January 1, 2013.
These programs would be funded from the repayment of the $150,000,000 loaned by
the CTF to the General Fund in the annual Budget Act of 2003. Awards under the two
programs would be used exclusively for providing advanced telecommunications
networks to community technology programs that deliver supplemental education
services to students in grades 6 to12 and to health care facilities that offer telemedicine
services.

DIVISION ANALYSIS (Telecomm):

» The grant programs that would be established by this bill have worthy goals:

o0 The Community Based Supplemental Education Demonstration Grant
Program would provide “online learning resources” to pupils in grades 6 to 12
that include, among other things, online courses and online tutoring in areas
required for graduation from middle school or high school, and employment.

o0 The Telemedicine Demonstration Grant Program would provide health care
delivery, diagnosis, consultation, treatment, transfer of medical data, and
education using interactive audio, video, or data communications, consistent
with Business and Professions Code Section 2290.5.
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* However, the bill contains no specific appropriation and no urgency to establish the
two programs. Rather, it would tie the repayment of the monies owed to the CTF by
the General Fund to a necessarily unspecified level of activity in the two new
programs.

» It appears that the Commission will have to ask the Department of Finance (DOF)
and the Legislature for specific appropriations to fund annually the two new
programs from the repayment of the loans, which is further complicated by a
required three-year grant cycle.

» Also, under current law, the Commission can only raise surcharge rates under its
own authority to fund the CTF program if the DOF does not order repayment of the
loans to CTF.

» The $500,000 cap per fiscal year on administration costs for each grant program
may not be sufficient:

o In addition to two third-party administrators, two Commission staff (expected
to be at the PURA IV and llI level) would be needed to: (1) support the
programs; (2) review the annual reports of the grant recipients; (3) evaluate
the effectiveness of the programs; and (4) report to the Governor and the
Legislature on the results and effectiveness of the programs.

* Note that the bill requires the Commission to adopt rules, procedures, and criteria
for the programs, which would entail, at a minimum, a resolution, and possibly a
rulemaking. This task can be very time consuming and complex.

* While the bill language characterizes the CTF Administrative Committee (CTF AC)
as an advisory body, AB 1388 may change the existing relationship between the
Commission and the CTF AC. The CTF AC will be heavily involved with the
Commission in the development of the request for proposal and questionnaires to
solicit contractors to become third-party administrators, as well as the development
of the program elements, which is a lengthy process due to the complexity of the
issues involved.

* On May 5, 2005, the Commission submitted a report to the Governor and
Legislature, entitled “Broadband Deployment in California.” This report was the
product of SB 1563 (Polanco), enacted by the Legislature in 2002, which required
the Commission to convene a proceeding to develop a plan for encouraging the
widespread availability and use of advanced communications infrastructure. In light
of the findings and recommendations of the report, AB 1388 might focus limited
resources too narrowly and thus hamper the Commission’s ability to implement a
more comprehensive approach to bridging the digital divide.
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RECOMMENDED AMENDMENT:

Staff recommends that we work with the author to restore funding in the bill for the
proposed grant programs by requiring the DOF to repay to the CTF at least
$10,000,000 annually of the $150,000,000 loaned by the CTF to the General Fund.
(This would revert AB 1388 back to the funding provisions outlined in its May 2, 2005
version.)

LEGISLATIVE HISTORY:

During the budget crisis in 2003, the Legislature exercised its authority to prioritize the
use of limited public funds and directed DOF to make reductions in all funds in order to
ensure it met its highest statewide priorities. As a result, $150 million was loaned from
CTF to GF. The $150 million loan from CTF has not been paid back because the
conditions outlined in Government Code Section 16320 have not been met. PUC has
not shown a need, and there is still a need for the moneys in GF.

PROGRAM BACKGROUND:

CTF is one of six public-purpose surcharge funds administered by the CPUC. In order
to advance universal service, CTF provides a 50% discount on certain
telecommunications services for schools, libraries, health-care institutions, and other
specified community-based organizations. The covered services range from basic
telephone service to high-speed transmission lines for data services.

The CTF AC is an advisory board that advises the Commission regarding the

development, implementation, and administration of the program, and carries out the
program pursuant to the Commission’s direction, control, and approval.

STATUS: This bill has passed the Assembly, and is now scheduled to be heard in the
Senate Energy, Utilities, and Communications Committee on June 30, 2005.

SUPPORT/OPPOSITION: (As of April 25, 2005)
Support:

California Community Technology Policy Group (Sponsor)
North Coast Clinics Network

Opposition:

None on file.
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BILL LANGUAGE:

Bl LL NUMBER: AB 1388  AMENDED
Bl LL TEXT

AVENDED | N ASSEMBLY NMAY 27, 2005
AVENDED | N ASSEMBLY NMNAY 2, 2005
AVENDED | N ASSEMBLY APRIL 21, 2005
AVENDED | N ASSEMBLY APRIL 7, 2005

| NTRODUCED BY Assenbly Menber Ridl ey-Thonas
FEBRUARY 22, 2005

An act to —add-Seetion—16320-5to-the Governnent—Code,—and
to— anend Section 280 of, and to add and repeal Section
280.1 of, the Public UtiI|t|es Code, relating to tel ecomunications.

LEG SLATI VE COUNSEL' S DI GEST

AB 1388, as anended, Ridley-Thomas. Tel ecomruni cati ons:
California Tel econnect Fund Adm nistrative Comittee Fund: Comunity
Based Suppl emental Education Denbnstration G ant Program and
Tel enedi ci ne Denpbnstrati on Grant Program

Exi sting | aw establishes the California Tel econnect Fund
Adm nistrative Conmttee to advise the Public UWilities Comm ssion
regardi ng the commission's responsibilities for the devel oprment,

i mpl enentati on, and administration of a programto advance uni versa

t el ephone service by providing discounted rates to qualifying
schools, libraries, hospitals, health clinics, and comunity

organi zations. Existing |law establishes the California Tel econnect
Fund Admi nistrative Commttee Fund in the State Treasury, and

provi des that noneys in the fund, collected by tel ephone corporations
inutility rates authorized by the comm ssion and deposited into the
fund, may only be expended for the purposes authorized, upon
appropriation in the annual Budget Act. The annual Budget Act for
2003 provided for a | oan of $150, 000,000 to the General Fund fromthe
California Tel econnect Fund Adm nistrative Comittee Fund. Existing

| aw provi des for the repaynent of that |oan.

Th|s b||| woul d —p#9v+de—LhaL—Lhe—nnneys—#eaned—by—%he

commi ssi on —weuld—be authorized— to establi sh,
until January 1, —2023— 2013 , a
Conmuni ty Based Suppl enmental Education Denbnstration G ant Program
and a Tel enedi ci ne Denpnstrati on Grant Program neeting certain
requirenents, with all funding for the prograns com ng fromthe
noneys repaid to the fund fromthe noneys | oaned by the fund to the
General Fund in the annual Budget Act of 2003. Awards under the grant
prograns woul d be for the use of advanced tel econmunications
networks to deliver suppl enental education services to pupils and
to provide telenedicine services.

Under existing law, a violation of the Public Utilities Act or an
order or direction of the commission is a crine.

Because the provisions of this bill would be a part of the act and
because a violation of an order or decision of the comm ssion
i npl enenting its requirenments would be a crine, the bill would inmpose
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a state-mandated | ocal programby creating a new crine.
Vote: majority. Appropriation: no. Fiscal commttee: yes.
St at e- mandat ed | ocal program yes.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWE:

-SEC—2.—
SECTI ON 1. Section 280 of the Public Uilities Code is
amended to read:

280.

(a) The conmi ssion shall devel op, inplenent, and administer a
programto advance universal service by providing discounted rates to
qual i fying schools, libraries, hospitals, health clinics, and
conmuni ty organi zations, consistent with Chapter 278 of the Statutes
of 1994,

(b) There is hereby created the California Tel econnect Fund
Admi ni strative Conmttee, which is an advisory board to advise the
conmi ssion regarding the devel oprment, inplenentation, and
adm ni stration of a programto advance universal service by providing
di scounted rates to qualifying schools, libraries, hospitals, health
clinics, and conmunity organi zations, consistent with Chapter 278 of
the Statutes of 1994, and to carry out the program pursuant to the
conmi ssion's direction, control, and approval.

(c) Al revenues collected by tel ephone corporations in rates
aut hori zed by the conmission to fund the program specified in
subdi vision (a) shall be subnmitted to the comm ssion pursuant to a
schedul e established by the conm ssion. Conmencing on Cctober 1
2001, and continuing thereafter, the comm ssion shall transfer the
noneys received, and all unexpended revenues collected prior to
Cctober 1, 2001, to the Controller for deposit in the California
Tel econnect Fund Admi nistrative Conmttee Fund. Al interest earned
by nmoneys in the fund shall be deposited in the fund.

(d) Moneys appropriated fromthe California Tel econnect Fund
Adm nistrative Conmttee Fund to the conmi ssion shall be utilized
exclusively by the conmi ssion for the programspecified in
subdi vision (a) and Section 280.1, including all costs of the board
and the comm ssion associated with the adninistration and oversi ght
of the program and the fund.

(e) Moneys | oaned fromthe California Tel econnect Fund
Adm nistrative Conmttee Fund to the General Fund in the
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of the CGovernment—Code— Budget Act of 2003 are subject

to Section 16320 of the CGovernnent Code. I f the

conmi ssion determines a need for noneys in the California Tel econnect
Fund Adm nistrative Commttee Fund, the comm ssion shall notify the
Director of Finance of the need, as specified in Section 16320 of the
Government Code. The commi ssion may not increase the rates

aut hori zed by the conmission to fund the program specified in
subdi vi sion (b) while noneys | oaned fromthe California Tel econnect
Fund Admi nistrative Commttee Fund in the Budget Act of 2003 are

out st andi ng unl ess both of the follow ng conditions are satisfied:

(1) The Director of Finance, after making a determ nation pursuant
to subdivision (b) of Section 16320 of the Government Code, does not
order repaynment of all or a portion of any loan fromthe California
Tel econnect Fund Adm nistrative Committee Fund within 30 days of
notification by the comm ssion of the need for the noneys.

(2) The conmission notifies the Director of Finance and the
Chai rperson of the Joint Legislative Budget Conmittee in witing that
it intends to increase the rates authorized by the commission to
fund the program specified in subdivision (a). The notification
required pursuant to this paragraph shall be nade 30 days in advance
of the intended rate increase.

(f) Subdivision (e) shall becone inoperative upon full repaynent
or discharge of all noneys |oaned fromthe California Tel econnect
Fund Adn1n|strat|ve Cbnn1ttee Fund in the Budget —Aep—eﬁ

eL—Lhe—SPaLaLes—eL—%@O%—— Act of 2003
SEC. 3 Section 280.1 is added to the Public Uilities Code, to
read:

280. 1.

(a) Moneys repaid to the California Tel econnect Fund
Admi ni strative Conm ttee Fund pursuant to Section 163205

16320 of the Governnment Code, shall be deposited
into the fund and upon appropriation by the Legislature, nmay be
expended for the purpose of providing advanced tel ecomunication
network services to comunity technol ogy prograns that deliver
suppl enental education services to pupils in grades 6 to 12,
inclusive, and to health care facilities that offer tel enedicine
servi ces.

(b) For purposes of this section, the follow ng ternms have the
fol | owi ng neani ngs:

(1) "Administering entity" neans the entity selected pursuant to
subdi vision (c).

(2) "Community technol ogy progrant nmeans a programthat is engaged
in diffusing tel econmunications technology in |ocal communities and
training local communities in the use of tel ecomunications
technol ogy, that otherw se woul d have no access, or only limted
access, to the Internet and other advanced tel ecomuni cations
t echnol ogi es.

(3) "Health care facility" nmeans a facility that provides health
care services directly to patients, including, but not linmted to, a
hospital that neets the definition of a small or rural hospita
as defined by the Ofice of Statewi de Health Pl anni ng and Devel opnent

, aclinic, including a licensed primary care clinic as
defined in paragraph (1) of subdivision (a) of Section 1204 of the
Heal th and Safety Code, a tribal health clinic exenpt fromstate
i censing pursuant to subdivision (c) of Section 1206 of the Health
and Safety Code, and a nonprofit rural health clinic, as defined in
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federal Public Law 95-210, a diagnostic or treatnent center, a
neur opsychiatric or nental health facility, a hospice, or a nursing
hone, and neets all of the following criteria:

(A) It has tax-exenpt status pursuant to paragraph (3) of
subsection (c) of Section 501 of the Internal Revenue Code.

L : :
(B%.|t |eets|tIeF?e : E OR—oI—a —hohpro IE shBH—oFFural—hospita

Devel-oprent—

— (O

(B) It is located in a geographic area that

is either deened under federal |aw, or designated by the Ofice of
St at ew de Heal th Pl anni ng and Devel opnent, as a nedically underserved
area, a health professional shortage area, or as serving, in whole
or in part, a nedically underserved popul ation

(4) "Online learning resources" nmeans community tel ecomuni cations
technol ogy prograns involved in activities that include one or nore
of the foll ow ng:

(A) Providing pupils with access to online courses in subject
areas required for graduation fromm ddl e school or high school

(B) Providing pupils with access to online tutoring or to support
pupils' work in subject areas required for graduation from m ddle
school or high school

(C Providing pupils with a tutor that provides assistance with
accessing online information and digital resources for use as part of
honmewor k assi gnnents.

(D) Providing pupils with a tutor who will provide renedial
i nstruction using online resources.

(E) Preparing pupils for enploynent using online courses or
materials, or by enabling online collaboration with industry
pr of essi onal s.

(F) Online coaching provided by high school or college counselors
or financial aid experts.

(5) "Tel emedi ci ne" neans the practice of health care delivery,
di agnosi s, consultation, treatnent, transfer of medical data, and
education using interactive audio, video, or data comruni cati ons,
consistent with Section 2290.5 of the Business and Prof essions Code.

(c) The conmission, in consultation with the California
Tel econnect Fund Admi nistrative Conmittee, —shab—
may appoint a third-party admnistrator, or nore than one
adm nistrator, to adm nister the grant prograns that may be
establ i shed under this section, upon the —transfer—
repaynent of noneys fromthe General Fund to the
California Tel econnect Fund Adm nistrative Committee Fund pursuant to
Section —16230-5- 16320 of the
CGovernment Code. Any third-party adm nistrator appointed by the
conmi ssion shall denmonstrate all of the foll ow ng:
(1) Experience working with | owincone or underserved comunities.

(2) Know edge about, and experience in, community technol ogy
progr ans.

(3) The ability to inplenment a process for applying for and
—awarding— recommendi ng the awardi ng of
grants that results in grants bei ng awarded based upon nerit.

(4) Experience and responsibility in managi ng and adm ni stering
public trust or charitable funds.

(d) (1) Not nore than the | esser of 5 percent of the nobneys

—transferred to the Galifornia Teleconnect Fund
%%MW%%—WW@%MW j j i j 0
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Covernrent—Code—or—five hundredthousanddollars—
appropriated pursuant to this section or five hundred thousand
dollars ($500,000) per fiscal year, nmy be expended for the
state's administration, including the costs of the conm ssion and the
admi ni stering entity.
(2) Upon notification by the

conmi ssion , the Controller shall pay all grant

awards, for the purposes enunerated in this section fromthe noneys

nr-a a

appropriated pursuant to this section. The
eligibility of each award shall be determned by the
admi ni stering entity, consistent with any procedures or rul es adopted
by the commission in consultation with the California

the-comm-sston—ray—establ-sh-—the— Telecbnnect Fund

Admi ni strative Committee. The conmi ssion shall award grants based on
the conm ssion's revi ew of the reconmendati ons of the adm nistering
entity.

(e) (1) Upon t he
appropriation of nobneys pursuant to this section, the comm ssion may
establish the Community Based Suppl emental Education
Denonstration Grant Programto denonstrate the benefits of comunity
technol ogy prograns that use the advanced tel econmuni cati ons networks
of California's educational entities to deliver suppl enenta
educational services to pupils.

(2) Consistent with any procedures or rules established by the
commi ssion, in consultation with the California Tel econnect Fund

Adm ni strative Conmittee, the —admnisteringentity selected
I Ve T B I

conmi ssion may provide comrunity technol ogy prograns with
grants pursuant to the Conmmunity Based Suppl emental Education
Denonstration Grant Program Gants shall be awarded on the basis of
conpetitive nerit, for a three-year period, subject to criteria to be
establ i shed by the commi ssion, in consultation with the California
Tel econnect Fund Adm nistrative Committee —by—Juby—1,— 2006

The criteria shall ensure that funds are w dely
di sbursed, and available to both urban and rural areas. Grants shal
be awarded to qualifying community-based nonprofit organizations that
are exenpt fromtaxation under Section 501(c)(3) of the Interna
Revenue Code for the purpose of funding projects that denonstrate the
capacity for conmunity technol ogy prograns to increase the academ c
achi evenent of pupils in grades 6 to 12, inclusive, through the use
of online learning resources. Grants nay be renewed on an ongoi ng
basis, every three years, provided that the community technol ogy
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program can denonstrate that the program has contributed to the
academ c achi evenent of pupils served.

(3) —Beginning—July-1,-2006—a- A
conmuni ty technol ogy program nmay apply for and receive grants
pursuant to the Community Based Suppl emental Education Denobnstration
Grant Program to pay costs associated with all of the follow ng:

(A) Al of the one-time costs for installing circuits that
transmt data at or above 1.54 negabytes-per-second between the
conmunity technol ogy programis site and a county office of education
a canpus of the California Community Coll eges, a canpus of the
California State University, or a canpus of the University of
California.

(B) Up to an additional 30 percent of the ampunt that the
conmunity technology programis otherwise eligible to receive
pursuant to —Seetion—280— this section

(© Up to 50 percent of the estimated anpbunt that a campus of the
California Community Coll eges, a canpus of the California State
University, or a canpus of the University of California would
otherwi se be eligible to receive if the canpus were eligible to
recei ve di scounts pursuant to Section 280 and had a 155
negabi t - per-second connection fromthe canpus to the backbone network
used by the higher education segnents, not including any costs
related solely to tel ephone servi ce.

(4) Recipients of grants under the Conmunity Based Suppl enenta
Educati on Denpnstration Grant Program shall be required, as a
condition for the receipt of noneys under the program to annually
report to the comm ssion by January 1 of each year, that information
required by the conmission to evaluate the effectiveness of the
program

(5) The conmission shall report to the Governor and the
Legi slature by April 1 of each year, on the results of the Community
Based Suppl emental Education Denbnstration Grant Program i ncluding
the effect of the program on broadband subscription

(6) The procedures and rules for awardi ng grants shall ensure that
the grants awarded do not exceed annual nbneys avail able to support
t he program and that no one applicant receive nore than 25 percent of
t he designated programfunds in a single fiscal year

(7) Any costs associated with the Community Based Suppl enenta
Educati on Denpnstration Grant Programshall only be paid fromthe
California Tel econnect Fund Administrative Conmittee Fund.

(f) (1) Upon
appropriation of nobneys pursuant to this section, the conmm ssion may
establish the Telenedicine Denpbnstration Grant Programto
denponstrate the benefits of health care facilities that use advanced
t el econmuni cations networks of California educational entities or
ot her public networks to deliver tel emedi cine services.

(2) Consistent with any procedures or rules established by the
comm ssion, in consultation with the California Tel econnect

On, . ; , e ; .
Ff”d_Ad”?”*?PFaP%Ve_G9”“***ee__?”?a9”*”t5feF+”g_e”P*?¥_SeLeePed_b¥

Fund Adm nistrati ve Commttee, the comm ssion nay

provide health care facilities with tel enedicine grants

pursuant to the Tel enedici ne Denpnstration Grant Program Grants
shal | be awarded on the basis of conpetitive nerit, for a three-year
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period, subject to criteria to be established by the comm ssion, in
consultation with the California Tel econnect Fund Adni nistrative
Committee ——byJuby—1—2006— . The criteria shal

ensure that funds are wi dely disbursed, and available to both urban
and rural areas. Grants shall be awarded to a qualifying health care
facility approved for discounts pursuant to Section 280. Grants may
be renewed on an ongoi ng basis every three years, provided that the
health care facility can denonstrate effective utilization of

t el enedi ci ne resources by the local conmunity.

(3) —Beginning—July-1,-2006—a- A
qual i fying health care facility may apply for and receive grants
pursuant to the Tel enedici ne Denpbnstrati on Grant Program to pay
costs associated with all of the foll ow ng:

(A) Al of the one-time costs for installing circuits that
transmt data at or above 1.54 negabytes-per-second between the
health care facility and a county office of education, a canpus of
the California State University, or a canpus of the University of
California that agrees to provide a gateway to the education
network or to provide tel enedicine services as defined in Section
2290.5 of the Business and Professions Code. The purpose of providing
the gateway is to provide the eligible health care facility access
to tel econmuni cati ons services needed to provide tel enedicine
services and to provi de access to hi gh-speed |nternet
services .

(B) Up to an additional 30 percent of the ampunt that the health
care facility is otherwise eligible to receive pursuant to
Seetion—280— this section .

(C Up to 50 percent of the estimated anpbunt that a campus of the
California Community Colleges, a canpus of the California State
Uni versity, or a campus of the University of California would
otherwi se be eligible to receive if the canpus were eligible to
recei ve di scounts pursuant to Section 280 and had a 155
nmegabi t - per-second connection fromthe canpus to the backbone network
used by the higher education segments, not including any costs
rel ated solely to tel ephone service

(4) Recipients of grants under the Tel enedi ci ne Denponstration
Grant Program shall be required, as a condition for recei pt of noneys
under the program to annually report to the conm ssion by January 1
of each year, that information required by the conmi ssion to
eval uate the effectiveness of the program

(5) The conmission shall report to the Governor and the
Legi slature by April 1 of each year, on the results of the
Tel enedi ci ne Denmpnstrati on Grant Program

(6) The procedures and rules for awardi ng grants shall ensure that
the grants awarded do not exceed annual npbneys avail able to support
t he program and that no one applicant receives nmore than 25 percent
of the designated programfunds in a single fiscal year

(7) Any costs associated with the Tel emedi ci ne Denbnstration G ant
Program shall only be paid fromthe California Tel econnect Fund
Admi ni strative Comm ttee Fund.

(g) This section shall remain in effect only until January 1,
—2023— 2013 , and as of that date is
repeal ed, unless a later enacted statute, that is enacted before
January 1, —2023— 2013 , deletes or
ext ends that date.
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